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OATH OR AFFIRMATION

RICHARD LYNCHJ swear or affirm that to the best of

my knowledge and belief the accompanying financial statement and supporting schedules pertaining to the firm of

CHICAGO INVESTMENT GROUP LLC

of
December 31 20 08 are true and correct further swear or affirm that

neither the company nor any partner proprietor principal officer or director has any proprietary interest in any account

classified solely as that of customer except as follows

This report contains check all applicable boxes

Facing Page

Statement of Financial Condition

Statement of Income Loss
Statement of Changes in Financial Condition

Statement of Changes in Stockholders Equity or Partners or Sole Proprietors Capital

Statement of Changes in Liabilities Subordinated to Claims of Creditors

Computation of Net Capital

Computation for Determination of Reserve Requirements Pursuant to Rule 15c3-3

Information Relating to the Possession or Control Requirements Under Rule 15c3-3

Reconciliation including appropriate explanation of the Computation of Net Capital Under Rule 5c3- and the

Computation for Determination of the Reserve Requirements Under Exhibit of Rule 15c3-3

Reconciliation between the audited and unaudited Statements of Financial Condition with respect to methods of

consolidation

11 An Oath or Affirmation

copy of the SIPC Supplemental Report

report describing any
material inadequacies found to exist or found to have existed since the date of the previous audit

None

as

OFFICIAL SEAL

KENTRN WHITNEY

NOTARY PUBLIC STATE OF ILLINOIS

COMMISSION EXPIRES12I129

hief Executive Officer

Title

Forconditions of confidential treatment of certain portions of this filing see section 240.1 7a-5e3



CHICAGO INVESTMENT GROUP LLC

An Illinois Limited Liability Company

STATEMENT OF FINANCIAL CONDITION

DECEMBER 31 2008

AVAILABLE FOR PUBLIC INSPECTION
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INDEPENDENT AUDITORS REPORT

To The Members of

Chicago Investment Group LLC

Chicago Illinois

We have audited the accompanying statement of financial condition of Chicago Investment Group LLC

Limited Liability Company as of December 31. 2008 that you are filing pursuant to rule 17a-5 under the

Securities Exchange Act of 1934 These financial statements are the responsibility of the Companys

management Our responsibility is to express an opinion on these financial statements based on our audit

We conducted our audit in accordance with auditing standards generally accepted in the United States of

America Those standards require that we plan and perform the audit to obtain reasonable assurance about

whether the financial statements are free from material misstatement An audit includes examining on test

basis evidence supporting the amounts and disclosures in the financial statements An audit also includes

assessing the accounting principles used and significant estimates made by management as well as evaluating

the overall financial statement presentation We believe that our audit provides reasonable basis for our

opinion

In our opinion the financial statements referred to above present fairly in all material respects the financial

position of Chicago Investment Group LLC at December 31 2008 and the results of its operations and its cash

flows for the year then ended in conformity with accounting principles generally accepted in the United States

of America

R7 cvite J1

March 31 2009

Lincoinshire Illinois

CERTIFIED PUBLIC ACCOUNTANTS AND BUSINESS CONSULTANTS
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CHICAGO INVESTMENT GROUP LLC
An Illinois Limited Liability Company

STATEMENT OF FINANCIAL CONDITION

DECEMBER 31 2008

Assets

Cash 3O210
Frketable securities 332.804

Receivables from and deposits with broker 428919

Due fromrelated parties i029507
Due fromerrIoyees and agents 366280

Property and equipment net of accurrulated depredation 233509

Prepaid expenses 124895
Other assets 25863

Total assets Z901 987

Liabilities and Fvn-bers Equity

Liabilities

Accounts payable and accrued expenses 304444

Con-rrssions payable 119079

Capital lease payable 19Q 671

Other liabilities 47483

Total liabilities 661677

IVŁrthers Equity 2240310

Total liabilities and members equity 2901987

The accompanying notes are an integral part of these financial statements



CHICAGO INVESTMENT GROUP LLC
An Illinois Limited Liability Company

NOTES TO FINANCIAL STATEMENTS

YEAR ENDED DECEMBER 31 2008

ORGANIZATION AND NATURE OF BUSINESS

Chicago Investment Group LIC the Company an Illinois limited liability company formerly Chicago

Investment Group Inc CIG an Illinois corporation was organized on December 31 2001 On February 15

2002 CIG was merged with and into the Company All of CIGs outstanding shares were converted into 100% of

the membership interest of the Company

The company is broker-dealer registered with the Securities and Exchange Commission the SEC and is

member of the Financial Industry Regulatory Authority FINRA The company conducts business primarily

with retail customers and introduces that business on fully disclosedbasis to clearing broker The Company
also invests in securities for its own account

The Company is 96.2% owned by Compass Capital Management International LLC CCMI

SIGNIFICANT ACCOUNTING POLICIES

BASIS OF PRESENTATION

These financial statements are presented in U.S dollars and are prepared in accordance with accounting

principles generally accepted in the United States of America

SECURITIES TRANSACTIONS

Proprietary securities transactions in regular-way trades are recorded on the trade date as if they had settled

Profit and loss arising from all securities transactions entered into for the account and risk of the Company are

recorded on trade date basis

INCOME TAXES

The Company has elected limited liability company status and is treated as partnership for U.S federal income

tax purposes Accordingly no provision for regular income taxes has been made in these financial statements

because each member is individually responsible for reporting income or loss based on his respective share of

the Companys income and expenses as reported for income tax purposes The Company prepares calendar

year information tax returns and reports to the members their pro-rata allocable shares of the Companys
income and expense items

Management has continued to evaluate the application of Financial Accounting Standards Board FASB
Interpretation No 48 Accounting for Uncertainty in Income Taxes an interpretation of FASB Statement No
109 FIN 48 to the Company and has determined that FIN 48 does not have material impact on the

Companys financial statements The 2005 through 2008 tax years generally remain subject to examination by

the U.S federal and most state tax authorities

The accompanying notes are an integral part of these financial statements



CHICAGO INVESTMENT GROUP LLC
An Illinois Limited Liability Company

NOTES TO FINANCIAL STATEMENTS

YEAR ENDED DECEMBER 31 2008

SIGNIFICANT ACCOUNTING POLICIES Continued

REVENUE RECOGNITION

The Companys primary source of revenue is commissions derived from introducing customer orders for

securities interests to other broker-dealers which carry the customer accounts as well as commissions related

to the sales of interest in private placement offerings Commission revenues and the related commission

expenses are recognized on the trade date when the positions are opened or closed by the respective carrying

broker-dealer

PROPERTY AND EQUIPMENT

For financial statement purposes property and equipment is depreciated on straight-line basis over the

estimated useful life

USE OF ESTIMATES

The accompanying financial statements have been prepared in accordance with accounting principles generally

accepted in the United States of America The preparation of financial statements in accordance with

accounting principles generally accepted in the United States of America requires management to make

estimates and assumptions that affect the reported amounts of assets and liabilities and disclosure of

contingent assets and liabilities at the date of the financial statements and the reported amounts of revenue

and expenses during the reporting period Actual results could differ from those estimates

FAIR VALUE

The Company adopted the provisions of Statement of Financial Accounting Statement No 157 Fair Value

Measurement or SFAS 157 as of January 2008 SFAS 157 provides guidance for determining fair value and

requires increased disclosure regarding the inputs to valuation techniques used to measure fair value SFAS 157

clarifies the definition of fair value as the price that would be received to sell an asset or paid to transfer

liability in an orderly transaction between market participants at the measurement date

SFAS No 157 establishes fair value hierarchy which prioritizes the inputs to valuation techniques used to

measure fair value into three broad levels The fair value hierarchy gives the highest priority to unadjusted

quoted prices in active markets for identical assets or liabilities Level measurements and the lowest priority

to unobservable inputs Level measurements

Level inputs are unadjusted quoted prices in active markets for identical assets or liabilities that the Company
has the ability to access at the measurement date

Level inputs are inputs other than quoted prices included in Level that are observable for the asset or

liability either directly or indirectly

The accompanying notes are an integral part of these financial statements



CHICAGO INVESTMENT GROUP LLC
An Illinois Limited Liability Company

NOTES TO FINANCIAL STATEMENTS

YEAR ENDED DECEMBER 31 2008

FAIR VALUE Continued

Level inputs are unobservable inputs for an asset or liability including the Companys own assumptions used in

determining the fair value of investments Unobservable inputs shall be used to measure fair value to the extent

that observable inputs are not available thereby allowing for situations in which there is little if any market

activity for the asset or liability at the measurement date

During the year ended December 31 2008 the Company recognized loss on an investment which was valued

based on level inputs As the Company was unable to obtain sufficient information to determine valuation

without employing the use of an outside appraisal service the Company elected to write off the investment

balance The loss on this investment is included in loss on investment in limited liability company on the

statement of income

As of December 31 2008 all of the Companys proprietary investments consisted of securities valued using level

inputs The balances of the investment accounts were as follows

Securities at cost 119583

Unrealized appredation 213221

Fairmarketvalue 332801

NET CAPITAL REQUIREMENT

The Company as registered broker-dealer with the SEC is subject to the net capital requirements of Rule

15c3-1 of the Securities Exchange Act of 1934 and has elected to use the basic method as permitted by this

rule Under this rule the company is required to maintain net capital equal to the greater of $250000 or and

2/3% of aggregate indebtedness as defined

At December 31 2008 the Company had net capital requirement of $250000 and net capital of $258597 or

$8597 in excess of the minimum net capital requirements

PROPERTY AND EQUIPMENT

Property and equipment is recorded at cost Depreciation is provided using the straight-line methods over the

estimated useful lives of the related asset Useful lives of property and equipment are as follows

Office furniture and fixtures 5-7 years

Office equipment 3-5 years

The accompanying notes are an integral part of these financial statements



CHIcAGo INVESTMENT GROUP LLC
An Illinois Limited Liability Company

NOTES TO FINANCIAL STATEMENTS

YEAR ENDED DECEMBER 31 2008

PROPERTY AND EQUIPMENT Continued

Expenditures for renewals and betterments that extend the useful lives of property and equipment are

capitalized Expenditures for repairs and maintenance are charged to expense as incurred The details of the

cost of property and equipment and accumulated depreciation are as follows

Office furniture and fixtures 4i7

Office equipment 532210

Total property and equipment 573417

Accumulated depredation 339908

Net property and equipment 233509

Depreciation expense was $118350 for the year ended December 31 2008

CAPITAL LEASES

The Company is the lessee of office equipment under capital leases expiring in various years through 2011 The

assets under capital leases are recorded at the fair value of the asset and the liabilities are recorded at the

present value of the minimum lease payments The assets are depreciated over their estimated useful lives

Depreciation of assets under capital leases is included in depreciation expense for 2008 Following is summary
of property held under capital leases

Office equipment 410146

Accumulated depredation 236084

174112

Minimum future lease payments under capital leases as of December 31 2008 were as follows

J09 111
2010 296
2011 32404

Net rrinimum lease payments 199811

Amount representing interest 9139

Present value of net rrinimum lease payments 19Q672

The accompanying notes are an integral part of these financial statements



CHICAGO INVESTMENT GROUP LLC
An Illinois Limited Liability Company

NOTES TO FINANCIAL STATEMENTS

YEAR ENDED DECEMBER 31 2008

CAPITAL LEASES Continued

Interest rates on capitalized leases vary Certain capital leases provide renewal or purchase options Generally

purchase options are at prices representing the expected fair value of the property at the expiration of the lease

term

OPERATING LEASES

The Company has three non-cancelable operating lease agreements for office space expiring on various dates

through July 2012 Rental expense for 2008 was $85468

The following is schedule of future minimum lease payments required under these leases

20Y 4127w

2010 4193

2011 228838

2012 53147

1114667

EMPLOYEE BENEFIT PLAN

The Company has adopted profit sharing plan which provides for employee elected compensation reductions

of up to 15% of such compensation and for discretionary matching contributions as determined from time to

time by the Company as defined in the underlying Adoption Agreement For the year ended December 31
2008 there was no contribution to the plan by the Company

The accompanying notes are an integral part of these financial statements



CHIcAGo INVESTMENT GROUP LLC
An Illinois Limited Liability Company

NOTES TO FINANCIAL STATEMENTS

YEAR ENDED DECEMBER 31 2008

RELATED PARTY TRANSACTIONS

The following is list of related party companies and description of the relationship between the entities and

the Company

Seat Exchange Corporation 18% of the shares outstanding of this entity are owned by an officer of the

Company

LaSalle Technology Inc 37.2% of the shares outstanding of this entity are owned by an officer of the

Company

Compass Capital Management International LLC CCMI is the parent company of the Company 100%

of Compass is owned by the companies officers and employees As of December 31 2008 Compass
owns 96.2% of the Company

Chicago Investment Group Advisors LIC is newly formed company which will house the new wealth

management division of the Company It is wholly owned by an officer of the Company

LaserShield Systems Inc is 20% owned by minority shareholder of the Company

Real Solutions Investment LLC is owned partially by the Company with 45% share of the company

DUE FROM RELATED PARTIES

The Company advances cash to related parties to help pay for various costs including operating expenses and

startup costs The balance is typically paid back within year or when the related entity is financially capable

of repaying the advance These amounts bear no interest or due dates and are unsecured The following

amounts were due to the company at December 31 2008

Chicago Investment oup Advisors LLC 15300

Seat Exchange Corporation 996
LaserShield Systeim Inc 59710

LaSalle Technology Inc 24221

Corrpass Capital rvbnagement International LLC Cclvi 844280

Total 1O507

The accompanying notes are an integral part of these financial statements
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CHICAGO INVESTMENT GROUP LLC
An Illinois Limited Liability Company

NOTES TO FINANCIAL STATEMENTS

YEAR ENDED DECEMBER 31 2008

RELATED PARTY TRANSACTIONS Continued

COMMISSIONS

During the year ended December 31 2008 the Company received commissions from sales of the securities of

related entities as follows

Seat Exchange 6C745

LaserShield Systerr 385O
Total I0015

These amounts are included as commissions on the statement of income

EXPENSES PAID BY RELATED PARTIES

CCMI pays for various expenses related to the Companys operations The legal expenses were not reimbursed

and are not included in the statement of income For the year ended December 31 2008 these legal expenses

totaled $151633

RENT

The company rents its office premises on month-to-month basis from CCMI For the year ended December 31

2008 the company paid CCMI total of 397265 This arrangement is not documented by written lease

agreement

The Company sublets office space to two related parties For the year ended December 31 2008 these

amounts totaled $16000 from LaSalle Technology Inc and $120000 from Seat Exchange and are included as

other income on the financial statements These arrangements are not documented by written lease

agreements

AFFILIATE AGREEMENTS

Pursuant to an agreement with the Companys clearing broker dated June 2007 and effective through June

30 2008 CCMI was permitted to reduce the principal due to the broker on $250000 promissory note based

on transactions generated by the Company during the year ended December 31 2008

Transaction charge An $8 charge on certain equity trades which totaled $116824 for the year ended

December 31 2008

Interest sharing 50% reduction in the margin revenue sharing agreement with the Company which

totaled $67799 for the year ended December 31 2008

The accompanying notes are an integral part of these financial statements
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CHICAGO INVESTMENT GROUP LLC
An Illinois Limited Liability Company

NOTES TO FINANCIAL STATEMENTS

YEAR ENDED DECEMBER 31 2008

TRADING ACTIVITIES AND RELATED RISKS

MARKET RISK

The Companys trading activities involve financial instruments primarily securities All financial instruments are

subject to market risk the risk that future changes in market conditions may make an instrument less valuable

or more onerous As the instruments are recognized at fair market value those changes directly affect reported

income

INSOLVENCY RISK

The Company has substantial portion of its assets on deposit with financial institutions In the event of

financial institutions insolvency recovery of Company assets on deposit may be limited to account insurance or

other protection afforded such deposits

CONTINGENT LIABILITIES

The Company is subject to certain pending and threatened legal actions which arise out of the normal course of

business and as of December 31 2008 the Company has been named party to various legal actions The

Company intends to defend these actions Litigation is inherently unpredictable particularly in proceedings

where claimants seek substantial or indeterminate damages or which are in their early stages The Company
cannot predict with certainty the actual loss or range of loss related to such legal proceedings the manner in

which they will be resolved the timing of final resolution or the ultimate settlement Management of the

Company after consultation with outside legal counsel believes that the resolution of these various lawsuits

will not result in any material adverse effect on the Companys financial position

The company is currently subject to two pending regulatory actions brought about by FINRA These actions may
result in fines or other disciplinary action The Company cannot predict with certainty outcome of these

actions the manner in which they will be resolved the timing of final resolution or estimate any monetary

penalties that may be required

INDEMNIFICATIONS

In the normal course of business the Company enters into contracts and agreements that contain variety of

representations and warranties and which provide general indemnifications The Companys maximum exposure
under these arrangements is unknown as this would involve future claims that may be made against the

Company that have not yet occurred The Company expects the risk of any future obligation under these

indemnifications to be remote

The accompanying notes are an integral part of these financial statements
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CHICAGO INVESTMENT GROUP LLC
An illinois Limited Liability Company

NOTES TO FINANCIAL STATEMENTS

YEAR ENDED DECEMBER 31 2008

GOING CONCERN

These financial statements have been prepared assuming that the Company will continue as going concern

The company has suffered recurring losses from operations in an industry that is experiencing significant

uncertainty resulting in adverse market conditions Management is currently attempting to expand the business

to become more profitable Additionally the Company is attempting to raise additional capital through the sale

of equity to finance operations until the Company can return to profitability If the Company is not able to

obtain this additional capital or does not return to profitability there is concern about the ability of the

Company to remain viable entity The financial statements do not include any adjustments that might result

from this uncertainty

PRIOR PERIOD ADJUSTMENTS

During the year ended December 31 2008 an error made in previous years was discovered The Company was

incorrectly accounting for certain capital leases as operating leases As result as of December 31 2007

property and equipment were understated by $410146 and accumulated depreciation was understated by

$148418 and capital leases payable were understated by $277973 Adjustments related to the correction

resulted in $16245 decrease to retained earnings

The accompanying notes are an integral part of these financial statements
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